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On June 29, President Carlos Menem met with US President Bill Clinton in Washington to discuss
trade and cooperation issues, marking the first official visit by a Latin American head of state
since Clinton took office in January. Both Presidents emphasized their interest in opening free
trade negotiations in 1994, after the North American Free Trade Agreement (NAFTA) among
the US, Mexico, and Canada takes effect. Nevertheless, the obstacles stalling NAFTA's final
approval could substantially delay Argentine-US trade talks. In addition, important trade disputes
between both countries must first be resolved, especially Argentina's objection to US and European
agricultural subsidies, as well as US demands that Argentina approve new patent laws to protect US
pharmaceutical companies. Since taking office, the Clinton administration has repeatedly stressed
its interest in opening free trade negotiations with other Latin American countries especially
Argentina and Chile to incorporate more nations into NAFTA once the trade agreement becomes
operational in 1994. Indeed, when former president George Bush first opened trade talks with
Mexico and Canada, the central goal was to forge a "model" accord among the three countries that
would encourage similar treaties with other nations. Under the Bush administration's Enterprise
for the Americas Initiative (EAI) which the Clinton government has vowed to carry forward NAFTA
would mark the first step in the construction of a hemisphere-wide free trade zone that would
eventually stretch from Alaska to Argentina. As a result, NAFTA includes a special accession
clause (Article 2205) that allows other countries or groups of countries to join the NAFTA, subject
to the terms agreed on by the original member nations and in accordance with domestic approval
procedures in each of those three countries (see Chronicle 03/25/93). President Menem's visit, then,
marked the first direct talks with the Clinton administration over Argentina's future inclusion in
NAFTA. In fact, following their meeting, both presidents publicly stressed their interest in opening
free trade negotiations shortly after NAFTA takes effect, emphasizing that the issue was their top
agenda item. "Once NAFTA is approved by Congress, I would be prepared to discuss immediately
with Argentina, with Chile, and with other appropriate nations the possibility of expanded trade
relations along the NAFTA model," said President Clinton in a press conference with Menem. "I
have long thought NAFTA should be a model for embracing all of Latin America's democracies
and free market economies." According to Menem, the creation of the southern cone common
market "Mercosur" which includes Argentina, Brazil, Paraguay, and Uruguay creates exceptionally
favorable conditions for expanded free trade accords with the US, since Mercosur would seek to
incorporate the US and other regional countries into the common market after it takes effect in
January 1995. "The US has already signed an agreement in principle to discuss the creation of a
broad free trade zone between the US and Mercosur," said Menem. "That agreement known as
the `four plus one' accord offers enormous possibilities." Nevertheless, both Presidents admitted
that any future trade negotiations are contingent on the final ratification of NAFTA by the US
Congress. In fact, failure to ratify NAFTA before the targeted January 1994 deadline would likely
stall US efforts to open more free trade negotiations, not just with Argentina, but with most other
Latin American countries. Although the Canadian legislature has already approved the treaty, the
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Clinton administration so far refuses to send the bill to Congress until legislative backing is assured.
Many US congressional representatives say they will oppose the treaty unless it includes measures
that would protect the environment, offset an expected loss of jobs in the US as companies relocate
to Mexico, and guard against a sudden flood of imports from the US's trade partners. Moreover,
legal action by US environmental organizations may yet block the accord's implementation well
beyond the target date. In late June, a US federal judge ruled that the Clinton administration must
first determine the treaty's impact on the environment before NAFTA can take effect, which could
potentially delay the accord for years. (For detailed coverage of the ruling and the present status of
NAFTA negotiations, see SourceMex, 07/07/93.) "It's essential that NAFTA be completely ratified
before opening formal conversations on the incorporation of Argentina, or any other country in
the region, into the North American free trade zone," warned Menem. "It is not yet the time to
begin trade discussions, since Argentina will not only want to await NAFTA's implementation, but
will also want to see how well it works before joining." In addition, even if NAFTA is approved on
schedule, Argentina and the US would first have to resolve other trade disputes before a free trade
accord could move forward. On the one hand, Argentina bitterly opposes US and European farm
subsidies, which severely limit Argentina's ability to compete on the world market. Argentina which
claims that the advanced industrialized countries together spend about US$300 billion per year on
agricultural subsidies is leading the lobby in the General Agreement on Tariffs and Trade (GATT) to
force the US and the European Economic Community (EEC) to accept a reduction in farm subsidies
in the Uruguay Round. "The US and the EEC were the pioneers and the teachers of free trade,"
said Menem while in Washington. "I cannot understand then why they insist on such attitudes as
maintaining export subsidies, since it goes against their own teachings." During his meeting with
Clinton, Menem specifically appealed to the US to oppose a new EEC proposal in the Uruguay
Round which would permit a six-year grace period for countries that subsidize their products before
they are forced to eliminate such practices. Argentina says the grace period proposal would interfere
with Mercosur's implementation in January 1995, since Brazil and the other trade partners could
continue to import lower priced basic grains from Europe and the US, rather than from Argentina.
As a result, some of the Mercosur countries are proposing the adoption of protectionist tariffs of
between 35% and 55% for subsidized products imported from third countries. On the other hand,
the US demand that Argentina pass new patent laws to protect US pharmaceutical companies
remains a stumbling block to future trade accords with Argentina. At the end of April, the Office
of the US Trade Representative (USTR) included Argentina on a list of countries accused of not
adequately respecting patent rights, and warned that Argentina would be "closely watched." As
a result, USTR "observations" could eventually lead to retaliatory US trade sanctions if tougher
patent laws are not approved (see Chronicles 04/01/93 and 05/06/93). During his visit, Menem
stressed that his administration already sent a new law to Congress, which is now pending approval.
Nevertheless, the bill remains stalled in a congressional subcommission and is unlikely to be passed
before 1994. (Sources: Spanish news service EFE, 06/29/93; Agence France-Presse, 06/07/93, 06/11/93,
06/29/93, 07/01/93; Inter-American Trade Monitor, 06/18/93, 06/24/93, 07/02/93)
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